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Marlene H. Dortch, Secretary

Federal Communications Commission
445 12th Street, SW

Washington, DC 20554

RE: WC Docket Nos. 10-90, 07-135, 05-337 and 03-109, GN Docket No. 09-51 and
CC Pocket Nos. 01-92 and 96-45

Dear Ms. Dortch:

On June 29, 2011, Dana Baker of GYVNW Consulting, Inc.; Paul Kelly of Cordova Telephone Cooperative,
Inc.; Mark Feest of CC Communications, Brad Veis of 3 Rivers Communications; Bruce Todd of Strata
Networks; and Derrick Owens and Gerry Duffy representing the Western Telecommunications Alliance {of
which Messers. Baker, Kelly, Feest, Veis and Todd are Directors) met with Carol Mattey, Patrick Holley, Katie
King, Kevin King, Gary Seigel, Alex Minard and Steve Rosenberg of the Wireline Competition Bureau, to
discuss the Commission’s pending universal service and intercarrier compensation rulemaking in the

referenced dockets,

Mr. Baker presented the attached financial impact analyses that his consulting firm has prepared for five Texas
rural telephone clients. This analysis shows the adverse impact of corporate operations expense limitations and
$3,000-per-line support caps under certain circumstances and assumptions. Mr. Baker also described the
factors that cause certain maintenance and security operating expenses to be unusually high along the United
States-Mexico border, and discussed some of the economic development and community activities that are
included in the corporate operations expenses of his clients,

Mr. Kelly discussed the unique circumstances and very high construction, maintenance, transportation and
other costs of serving rural Alaska. Any significant reduction of the universal service and access revenue
streams upon which Alaskan rural carriers rely (in Cordova Telephone’s case, for approximately 85 percent of
its revenues) not only would halt future deployment of broadband services, but also would threaten defaults on
existing loans and impair the viability of existing operations.

M. Feest described how his company has deployed fiber-to-the-home (“FTTH?) facilities in both new housing
developments and in areas where existing copper facilities were deteriorating. He reported his company’s
expetrience that FTTH was less expensive to deploy, operate and maintain not only in greenfield situations but
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also in older neighborhoods where aging copper lines were requiring more and more maintenance. In fact, Mr.
Feest noted that his company has found it very efficient and effective to target high maintenance areas for
FTTH upgrades, and that such upgrades have substantially reduced maintenance calls and costs. Mr. Feest
also noted that the capping or reduction of support for corporate operations expenses would require broadband
rale increases at a time when his company was trying to increase adoption rates, particularly among local
families that need high-speed Internet access to online classes at a time when Nevada state budget problems are
causing the closure of satellite college campuses and forcing more and more state college courses to be
provided online rather than in classrooms.

Mr. Veis discussed his company’s efforts fo deploy broadband, particularly to families with children that need
Internet access at home as well as at school. He also described the importance of his company’s facilities in

furnishing backhaul services to wireless carriers, and in providing service on the Blackfoot Reservation located
in its Montana service territory.

Pursuant to Section 1.1206(b) of the Commission's Rules, this submission is being filed for inclusion in the

public record of the referenced proceedings.
pectfully submt\%
f’v’%_ﬁ ' AR

Gerard 1. Dufty |

cc: Carol Mattey
Patrick Holley
Katie King
Kevin King
Gary Seigel
Alex Minard
Steve Rosenberg
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-Valley Telephnne Cooperatlve, Inc. . ' Information on this page is based on 12/31/09

USF NPRM - PRELIMINARY IMPACT SUMMARY - ' Actual COStS
prepared: 6/15/11 ' ‘

: ‘Thls analysis addresses the impacts of some of the items in the USF NPRM that was released Feb g, 2011.

1)  Removal of all Corporate Expenses in USF Calculations (Col.. A)-and Current HCL Corp Cap on LSS & ICLS (Cols B&C)
2) Currentlv in-the High Cost Loop Calculation you recover 65% of your. costs that are between: 115%—150% of the Natignal-
. Average cost per loop {nacpl) and75% of your costs above 150% of the nacpl. The NPRM. proposes to: change the 65% to
55% and:the-75% to 65%. This adjustment. has been applled to columns A;B & C below. :
.3} Rate of Return Adjustment (11 25% in CoE A, 10% in Col B and 8.5% in Col C)

'4) lelt total USF to $3000 perling .

G AW

) Current Rules - ‘ Annual
Total 12/31/09 HCL Support at 11.25% ror $5,829,469
‘Total 12/31/09-LSS : at 11.25% ror ‘ ‘ "~ '$389,330
Total $2/31/09 CCL Rev Reg at 11.25% ror : 43,558,865
Total USF Support at 12/31/09 i : $9,777,664
| Total Loops at 12/31/09 5,935
) Total support $ per line . . $1,647

" Projected 12/31/09 CCL Rev Reg

"Total support $ per line - with potential NPRM Changes

- This will not impact Valley since their Support per loop is below $3000

Column B Column ¢

NPRM Proposal IMEACT S

Column A
Rate of Return Used for HCL, LSS & ICLS G HOR
Corporate Expense Rule Used on HCL
Corporate Expense Rule Used on L5S|
Corporate Expense Rule Used on ICLS
For HCL - Algorithym % changa applied (75% to 65% and 65% to 55%

Projected 12/31/09 HCL Support
Projected 12/31/09 LSS

Total USF Support at 12/31/09 - with NPRM Changes

Total Decrease in
‘ HCL USF
LSS
ICLS
“Total Decrease in Support
Per Loop Annual Decrease
Per Loop Monthly Decrease

Support Cap of $3000 per line

Year 2009 Net Opgratlng Income (from 2010 Audit Report)

Impact of NPRM 14,4

- Net Operating Income with NPRM Impact applled { 789,000 3
2009 Long Term Debt Interest Expense (700,464) (700,464) (700,464)
Operating Income after Interest Expense is Paid _ ($160,938) 488,536 {$341,131)

and Settings\wendy f\Local Settings\Temporary Intornet Files\Content. Outlook\9 VEMES7X\Valley Dana.x1sSD 6/22{20111:05 PM
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- NPRM Proposal
. Projected 12/31/09 HCL Support
- Projected.12/31/09. LSS.

_ Total USF Supportat12/31/09 - with NPRM Changes
l _Total support ] per Ime Wlth potentlal NPRM: Changes

| Another ll:em m NPRM isa cap on support at $3,000 per line| (

19 f:TotaI Decrease in. Support Annually per Ioop

20 -

USF NPRM - PRELIMINARY IMPACT SUMMARY B . o
prepared: 6/15/11 : . “Actual Costs
This. analysrs addresses the |mpacts of 3 items in the USF NPRM:that was released Feb 8, 2011, .
1) * Removal of all Corporate Expenses in USF Calciilations (Col. A} and Current HCL Corp Cap on LSS-& ICLS: (Cols B & C)
2) Currently in the High Cost Loop Calculation you.recover.65% of your costs that are: between
115%-150% of the National Average cost per loop. (nacpl) ‘and 75% of your costs above 150%
. ofthe nacpl. The NFRM proposesto change the 65% to 55% and- the 75% t0 65%. This ad]ustment applled to Cols AB & C
'3)  Limit total USF to $3000:per line
4) Rate of Return Adjustment (11 25% in Col A, 10% |n Col. B and 8.5% in Col.C)

: . at 11. 25% ror-
: _.-.:_Current Rules _ B _ Annual
Total 12/31/09 HCL Support o : C 0 $4,020,479
_ Total 12/31/09.LSS - . _ _ ) : - $517,769
Total 12/31/09 CCL Rev Req ‘ o ' ~$1,715.341
. Total-USF Support at 12/31/09 : - : $6,253,589
- Total Loops-at. 12/31/09 _ o - D 1,320
Total support $ perline o K $4, 738 = o

Projected 12/31/09 CCL Rev-Req

E.tm_—_@_m _ fo_!lowingi Iine‘s‘12-17 ti'o=not include the |
" "HCL USF _ proposed $3000 cap on support
LSS T . N . :
ICLS

Total Decrease in Support
Per Loop Annual Decrease
Per Loop Monthlv Decrease

Add;tlonal Decrease in Support wl$3000 Ca

Total Decrease in Support Monthly - per loop

Total Support loss wrth $3000 cap

Year 2009 Net3 Operatmg I-riconié (fron'r 2oio Audit Report)
Impact of NPRM (w/o $3000 per line cap) YRS T 5
Net Operating Income - BEFORE Interest Expense ‘ (901,263) (481 884)

2009 Debt Interest Expense (1,237,565) (1,237,565) [1' ,237,565) :
Oper Income (less interest exp) w/o $3000 Cap _ ($2,138,828) - ($1,719,449) - ($1,925,7_15)'
Oper Income (less interest exp) with $3000 Cap : ($3,821,651).- ($3,626,220) . ($3,‘657,30_4)

C:\Users\dam_b\l)ocuméhts\mi work in progress\new servicesiclient campaign\Dell xlsDell TOTAL . : 612172011 10:52 AM
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'NPRM Proposal
- Projected: 12/31/09 HCL Support

'.PrOJected 12/31/09 CCL Rev Req -

_Another. ltem in NPRM isacapon support at $3,000 per line,

_ Total Decrease in Support Annually - per !oop
‘Total. Decrease in Support Monthly per. Ioop

_ Total SUpport !oss with: $3000 cap .

Border to Border Communications, Inc. ' .: R ) all on this page is based on 12/31/09

'USF.NPRM - PRELIMINARY IMPACT SUMMARY

prepared: 6/15/11 . o S - ACtlJal Costs
This analysis-atdresses the impacts of some of the iterns- in the. UsF NPRM that was released Feb 8,:2011... ‘

1)  Removal of all Corporate Expenses in USF Calculations (Col. A) and Current HCL. Corp Cap on-LSS & ICLS (Cols B& C)

2)  Currently.in-the High Cost Loop Calculation you recover 65% of your costs:that are between 115%-150% of the National

. Average cost per loop {nacp!) and 75% of your costs above 150% of the nacpl, “The NPRM proposes to change the 65% to
. 55% and the 75% to 65%. This adjustment has been applied to columns A B & C be]ow : .
3)  Limit total USF to $3000 per line h
4) Rateof Return Adjustment {11.25% in Col. A 10% in Col B-and 8.5% in Col.C).
T at11 25%.ror

‘ -Curre'nt .Rule's ‘ E . : - Annual .
Total 12/31/09-HCL Support ‘ ‘ 7 $1,035,384 .
‘Total 12/31/09 LSS . : ' $59,700
“Total 12/31/09 CCL Rev Req ™ -~ : ' 445,904
Total USF Support at 12/31/09 - 3 $1 540,988
Total Loops at 12/31/09 : : 91
Total support $ per line . -$16,934

Co[umnA -"'COII.-II‘.I“III;B‘ - Column ¢

Projected 12/31/09 LSS

Total USF Support at 12/31/09 - with NPRM Changes
Total support.$.per Ilne with potential NPRM.Changes

_M@as_eli : following lines 12-17 do not Include the
: HCL USF proposed $3000 cap on support
- Lss | o '
ICLS

.. Total Decrease in Support
Per Loop Annual Decrease
'Per Loop Monthly Decrease

Addatlonal Decrease in- Support wl$3000 Ca

Year 2009 Net Operating Income (from 2010 Audit Report)
Impact of NPRM (w/o $3000 per line cap)

|Net Operating Income - BEFORE Interest Expe'nse 476 734 410,401
2009 Debt Interest Expense : (259,325) . (259,325)

Oper Income (less mterest exp) wlo $3000 Cap

$217,409 - - $151,076

Oper Income (less interest exp) with $3000 Cap ($85Z0_71) j ($§57,0_7-1) o ($852,071),

C:\Users\dana_b\Documents\All work in progressinew servicesiclient campaign\Border xIsBZB ’ 6/21&01,1’10:49AM
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USF.NPRM. - PRELIMINARY IMPACT SUMMARY

‘ ,_NPRM Proposal
7 Projected 12/31/09 HCL Support

- Projected 12/31/09 LSS

Another ltem in NPRM isa cap on support at $3; 000 per hne
:i' Total Decrease in.Support Annually perloop .

: Total Support loss w:th $3000 cap

La Ward Telephone Exchange, Inc.

prepared 6/ 15[ 11

aII on thls page is. based on”12/31/09

, _ Actual Costs
'Th|s analysis-addresses the-impacts-of some of the rtems in the USF NPRM- that was released Feb 8, 2011. '

1) Removal of all Corporate Expenses in USF Calctilations (Col. A) and Current HCL Corp Cap on'LSS.& ICLS"(CoIs B& C)
2) . Currently.in-thé High Cost Loop Caleulation you recover 65% of your costs that are between 115%-150% of the Nationat ',
.- Average cost per loop (nacpl) and 75% of your costs above 150% of the nacpi The NPRM proposes to change the 65% to

55% and the 75% to 65%. This adjustment has been applied to oolurnns A B-&C below
3) . Limit total USF to $3000 per line

" 4) Rate of Retum Adjustment (11, 25% in Col. A, 10% in Col. B-and 8.5% in Ool .C).

at 11.25% ror -
. ‘Current Rules L : ' . Annual
* Total 12/31/09 HCL Support ' : $808,956
Total 12/31/09.LSS ' ' ©L L $140,423
“Total 12/31/09 CCL Rev Req T ' . $506,874
_ Total USF Support at 12/31/09 ‘ $1,456,253
" Total Loops at 12/31/09 T : 965
Total:support-$ per line ‘ S S S $1,509

Column A

Projected 12/31/09-CCL Rev Req
Total USF Supportat 12/ 31/09 - with NPRM Changes
Total support $ per llne with potential NPRM. Changes

w ‘following-lines 12-17 do notinclude the
HCL USF o . proposed $3000 cap on support
LSS - '
ICLS

" ‘Total Decrease in Support
- Per Loop Annual Decrease.
Per Loop Monthly Decrease

Addltlonal Decrease in Support w/$3000 Ca

Total Decrease in Support Monthly - per. Ioop

" Column B

Column ¢’

572,585

572,585

: Year 2009 Net Operating Income {(from’ 2010 Audlt Report)
Impact of NPRM (w/o0 $3000 per line cap) 53 _
Net Operating Income - BEFORE Interest Expense .- 418,829 365,943
. |2009.Debt Interest Expense {151,403) -{151,403) =  (151,403)
- |Oper Income (less interest exp) w/o $3000 Cap ($84,987) $267,426 $214,540
Oper Income (less interest exp) with $3000 Cap ($84,987) $267,426 1 $214,540

CiUgers\dans. b\Documents\All work in progressinew servicesiclient campaign'la Ward, xlel & Ward

6/21/2G1110:50 AM



Ganado Telephone Company, Inc. | B ~allon th[s page is based on 12/31/09

USF NPRM PRELIMINARY IMPACT SUMMARY
prepared: 6/15/11 Actual Costs

. This analysis addresses the impacts of some of the items in the USF NPRM that was released Feb 8, 2011,
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- Total support $ per line

NPRM. Proposal
“Projécted 12/31/09 HCL Support
- Projected 12/31/09 LSS

_'Total support $ perline - with- potential NPRM Changes

' Another item |n NPRM is a cap on support at. $3 000 per Ilne
 Total: ‘Decrease in Support Annually per Ioop '

1Total Support loss wrth $3000 cap

1) Removal of all Corporate Expenses in USF Calculations (Col. A) and Current HCL Corp Cap on LSS & ICLS (Cols B & C)
2} Currently in tfie High Cost Loop Calculation you recover 65% of your costs that are between 115%-150% of the National -
~ Average cost per loop {nacpt) and 75% of your costs above 150% of the nacpl. The NPRM proposes to change the 65% to :
E 55% and the 75% to 65%. This adjustment has been applred to columns AB & C below, . - .
3)  Limit total USF to $3000 per line
-4)  Rate of Return Ad]ustment (11. 25% in Col. A, 10% in Col B -and 8.5% in Col.C).
S at 11.25% ror

,Cur.rent..Ru'Ies-‘-. - - Annual
Total 12/31/09 HCL Support $1,679,183
© Total 12/31/09 1S5 - _ ‘ . $94,699
Total 12/31/09 CCL Rev Req : $1,152,695
~ Total USF Support.at 12/31/09 - - : ‘ $2,926,577
“Total Loops at 12/31/09 ' ' a o 2,697

Projected 12/31/09 CCL Rev Req
Total USF Support at12/31/09 - - with NPRM Changes

Total Decrease in_ “following lines 12-17 do not include the
HCL USF _proposed $3000 cap on support
LSS ‘ '
: ICLS

~Total Decrease in Support -
Per Loop Annual Decrease
Per Loop Monthly Decrease

Addltlona] Decrease in Support w/$3000 Cap

'Total Decrease in Support Monthly per Ioop

Year 2009 Net Operating Income (frorn 2010 Audit Report) 130:,-40'9 '
Impact of NPRM (w/o $3000 per line cap)

Net Operating Income - BEFORE Interest Expense . (750 889) (278,277) (391,726)

{2009 Debt Interest Expense . . {486,477) (486477) .. . (486,477)
.|Oper Income (less interest exp) w/o $3000 Cap {($1,247,366) . ($764,754) - {$878,203)
Oper Income (less interest exp) with $3000 Cap | ($1,247,366)  ($764,754).  ($878,203)

C\laers\dana biDocuments\All work ir progressinew services\client campaigniGanado.xlsGanado - 6/21/201110:50 AM



